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The course of events in 1923 has made it clear that 
the United States is now the leading business nation 
of the world. Evidences of its leadership are twofold : 
the international position of the dollar and the recov- 
ery of business to a satisfactory level despite adverse 
conditions in many other countries. Irrespective of 
what the future may hold, the dollar is today the 
world standard of value and it is even used to some 
extent as an actual circulating medium in some for- 
eign countries. 

In the period immediately following the close of 
the World War, the American general public as well 
as the financial and business public over-emphasized 
the importance of Europe to American business. The 
population of the United States is nearly one-third 
that of all Europe west of Russia and the purchasing 
power of the American people is much higher than 
that of the people of Europe. Our own markets ab- 
sorb the larger part of our products. We have had 
good business in 1923 because the United States is 

Copyright, 1924, National Bank of Commerce in New York. 



more self-contained than any other country and be- 
cause at present it has a dominating influence in the 
international markets. 

Outlook for 1924 

It seems unlikely that changes in the international 
situation in 1924 will greatly influence American busi- 
ness. We are therefore principally concerned with 
the domestic situation which seems to justify the ex- 
pectation of a volume of business not far from the 
levels of the year just closed. 

Examined in retrospect, the prosperity of 1923 
meets the essential tests of soundness. For the first 
time since the establishment of the Federal reserve 
system we have had the opportunity of studying its 
operations under fairly normal conditions. The low- 
est point of credit liquidation was in 1922 but during 
that year money rates were influenced by heavy short- 
term refinancing operations of the Treasury. During 
1923 the volume of Government refinancing was les- 
sened. The early part of last year witnessed a some- 
what too rapid expansion of industrial and commer- 
cial activity resulting in a rapid expansion of bank 
credit. The inflow of gold continued. If imports for 
December should be at the average rate of the first 
eleven months, the net inward movement will amount 
to more than $275,000,000 for the year. The money 
market was thus subjected to divergent influences; 
yet throughout the year there was neither stringency 
nor oversupply of funds, the credit machine func- 
tioned smoothly and money rates fluctuated within a 
relatively narrow range. This was a direct reflection 
of the efficiency of the Federal reserve system as a 

2 



stabilizing agency and of the judgment and restraint 
of the American financial and business public. 

Predictions that the heavy gold holdings of the 
United States would inevitably lead to extreme credit 
inflation and subsequent disaster thus far have not 
been realized. Gold reserves of the Federal reserve 
system are now $3,084,000,000 compared with $3,049,- 
000,000 for the nearest corresponding date of 1923. 
The Federal reserve ratio has remained around 75 per 
cent, throughout the year. The total bill holdings of 
the Federal reserve banks on January 2 were $262,- 
000,000 higher than a year ago, but Federal reserve 
notes in actual circulation have declined $166,000,000. 
In the meantime gold and gold certificates in circula- 
tion have increased by $262,000,000, nearly the same 
amount as net gold imports for the year. For the new 
year the promise is for ample supplies of credit at 
reasonable and fairly stable rates, a condition favor- 
able to prosperity. 

Prosperity and Prices 

So intimate is the relationship between money and 
credit, and prices, that they must be regarded as part 
of the same picture. Wholesale prices receded some- 
what in the later months of 1923 but the decline was 
moderate. As measured by the index number of the 
United States Bureau of Labor Statistics they were 
only 6 per cent, higher at their peak than at their low- 
est point and in November were but 4 points or less 
than 3 per cent, below the level of November, 1922. 

Although many believe that only with rising prices 
can prosperity be secured, true prosperity is depend- 
ent on stability. Prices in 1923 were about as steady 
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as could reasonably be expected and the outlook is for 
a fairly stable general price level. 

Savings 

Savings are a further test of prosperity. In this 
regard 1923 was a record year. Savings deposits in- 
creased by $1,042,000,000 or 6 per cent, and $11,710,- 
000,000 of life insurance was written, a figure never 
before approached. The total face value of life insur- 
ance policies in force in the United States now 
amounts to $55,000,000,000. A third form of savings 
is in home ownership. This has been in part stimu- 
lated by the housing shortage with its accompaniment 
of raised rents which often made building or buying 
imperative. There is no way of knowing the total of 
savings represented by this type of investment but it 
is unquestionably large and carries with it an obliga- 
tion for continued savings through a long period as a 
large proportion of small houses are built on the in- 
stallment plan of payment. 

Building and Construction 

The enormous volume of building and construc- 
tion has been a primary factor in the prosperity of 
1923. It is believed that it amounted to close to five 
billions of dollars. During the winter months, per- 
mits for new buildings and contracts let have contin- 
ued at a record rate for the season and it is the consen- 
sus of opinion at this time that building and construc- 
tion in 1924 will be maintained at the high levels of 
the last two years. There is reason to expect adequate 
funds for financing building operations as long as 
prices and wages are stable but a rapid rise in the 
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price of materials and wages could easily curtail 
building in 1924 with far-reaching unfortunate con- 
sequences. 

Industrial Activity and Employment 

During the early months of 1923 the rate of indus- 
trial activity increased rapidly and many important 
industries reached record rates of output. During 
this time also prices moved upward and there seemed 
to be real danger of excessive credit inflation, over- 
production and all their attendant ills. However, in 
the upshot, the business judgment of the country 
proved exceedingly wise. Production was slowly cur- 
tailed, prices declined somewhat and the danger of 
cerdit inflation was safely passed. During the latter 
months of the year production was carried on at a 
notably lower rate than during the earlier period. 

There were some strikes, long protracted and in- 
volving many workers but industrial activity was not 
interfered with by labor disturbances to nearly so 
great a degree as during 1919 and 1920 when the labor 
shortage probably was no greater. Wages rose dur- 
ing the year, the National Industrial Conference 
Board reporting 1,267 advances and only 13 declines. 
However, the majority of the advances were made in 
the earlier part of the year, the slackening in indus- 
try exercising a deterrent effect on wage demands 
during the later months. 

Wholesale and Retail Trade 

Throughout the year goods moved in steady vol- 
ume from producer to consumer. Retail trade has 
been uniformly good. Jobbers and manufacturers 
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have complained of the small volume of forward or- 
ders, but we do not regard this as an untoward symp- 
tom. It is a reflection of caution and of the fact that 
with adequate productive capacity and satisfactory 
transportation there is no motive for heavy advance 
orders. Throughout the country the buying public 
demands that its purchases shall conform to metro- 
politan standards and this introduces a special hazard 
into forward commitments. It is doubtful whether 
the policy of buying far in advance will again prevail 
in the United States. The consumer is closer to the 
manufacturer both in a physical and a market sense 
than ever before. 

It is believed that in some lines stocks are now 
somewhat larger than a year ago. The consensus of 
judgment, however, is that they are not excessive and 
that a gradual increase in the rate of industrial activ- 
ity will be necessary to meet the ordinary require- 
ments of the people. 

The Railroads and the Public 

The railroads during 1923 moved a record volume 
of traffic. Carloadings of revenue freight were 10 per 
cent, larger than in 1920, the previous record year. 
Adequate equipment was available and not even at the 
peak of traffic was delay caused by embargoes. 

This has been made possible by organized and co- 
ordinated efforts of the railroads to keep bad-order 
equipment at a minimum and to increase average 
loadings and daily distance traveled per car. Ex- 
penditures for new equipment as well as for improve- 
ments and extensions have been large. Despite the 
vigorous policy pursued by the roads, earnings re- 
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cently have not borne out the promise of the early 
months of the year and it is now apparent that the 
railroads will not earn the full 5^4 per cent, desig- 
nated as a fair return by the Interstate Commerce 
Commission under the authority given by the Trans- 
portation Act of 1920. 

The attitude of the public toward the railroads 
continues to be a problem of fundamental importance. 
Efficient transportation is one of the prime requisites 
for prosperity and the inability of the roads expedi- 
tiously to handle freight during 1919 and 1920 was 
undoubtedly a large factor in the accumulation of 
goods which figured in the financial and industrial de- 
pression that followed. When freight trains are de- 
layed great amounts of goods are concealed in transit, 
duplication of orders occurs with the inevitable result 
of serious errors in estimating probable consumption, 
and capital is tied up with heavy attendant direct 
costs. 

The capital invested in railroads in the United 
States is nearly one-half as great as that invested in 
all manufacturing industries included in the Census. 
Of the total railway capital 56 per cent, is represented 
by funded debt of a par value of eleven and a half bil- 
lion dollars. These securities are one of the principal 
investments of savings banks and insurance compan- 
ies and other institutions holding in trust the savings 
of millions of persons in moderate circumstances. 
The railroads should be permitted to provide ade- 
quate transportation, which they have conclusively 
demonstrated their ability to do, and at the same 
time earn a fair return on the full capital invested 
whether represented by bonds or by stocks. 
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Maintenance of the roads as at present is not 
enough. They must be able to attract new capital by 
which they may expand along with the natural 
growth of population and of business. There is evi- 
dence that a more intelligent public opinion is devel- 
oping and it is a hopeful sign that improved earnings 
enabled some of the roads to finance part of their 
needs by the sale of stock in 1923. One of the most 
important grounds for confidence in business in 1924 
is the expectation that transportation will be efficient 
but if good business is to be enjoyed not only in 1924 
but in succeeding years the railroads must have cap- 
ital and to attract that capital there must be reason- 
able assurance that a fair return on the investment 
will be permitted. 

Foreign Trade 

Another feature of business in 1923 which gives 
assurance for the current year is the situation as to 
foreign trade. Exports for the year will amount to 
about $4,100,000,000 compared with $3,800,000,000 in 
1922 and imports will be $3,800,000,000 compared 
with $3,100,000,000. 

Heavy imports are accounted for in the main by 
large purchases abroad of raw materials such as 
sugar, rubber and silk. Examined in detail the export 
position affords ground for gratification. There is 
probably no one subject on which there has been more 
misunderstanding than the situation as to exports of 
agricultural products and raw materials. The im- 
pression seems to prevail in many quarters that 
United States exports for these classes have declined 
heavily but such is not the case. Cotton exports for 
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1923 will approximate 5,000,000 bales. In physical 
volume this is a marked decline from 1922, but the 
value is more than $50,000,000 higher. Foreign buy- 
ers of American cotton would have taken more had 
the price not reached the point at which they found it 
impossible to sell the usual quantity of cotton goods. 

Wheat exports have declined and the popular in- 
terpretation is that this is the result of Europe's in- 
ability to buy wheat. As a matter of fact, except for 
certain specific areas, it is apparently taking wheat in 
as large amounts as the food requirements of the peo- 
ple make necessary. Europe itself has a good wheat 
crop and American wheat must be sold at a price to 
meet not only the European crop but the wheat of 
Canada, Argentina and Australia. It does not follow 
that improvement in foreign political conditions 
would result in heavier exports of wheat or better 
prices. It apparently is necessary to reiterate that the 
price of a commodity such as wheat is made in the in- 
ternational market and that no method of financing 
exports is likely to affect materially the international 
market position of the United States crop. 

Exports of lard for the year probably will amount 
to more than one billion pounds, a figure higher than 
any reached heretofore. Pork products have success- 
fully met vegetable oils in the European market. In 
view of the fact that American copper is meeting ac- 
tive competition on the European market from cop- 
per from other fields, especially South America and 
Africa, exports for 1923 which were somewhat larger 
than during 1922 are to be regarded as reasonably 
satisfactory. 

Exports of manufactures from the United States 
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consist for the most part of products in which we have 
an advantage because of the possession of raw ma- 
terials or because large-scale production based on 
large domestic demand has resulted in low costs. 
Where these conditions existed our exports for 1923 
were satisfactory and the outlook for the new year is 
promising. 

Favorable Factors 

Summing up, the favorable factors forecast for 
1924 are: (1) adequate supplies of credit and stable 
money rates, (2) stable prices, (3) reasonable stocks 
of goods, (4) active building conditions, (5) full em- 
ployment, (6) foreign trade in reasonable volume. To 
ignore the difficulties which must be faced would be 
short sighted for their frank acknowledgment is the 
first step toward meeting them successfully. 

Overbuilt Industries 

There is little doubt that a number of our leading 
industries have a capacity definitely in excess of cur- 
rent requirements of the American people. In some of 
these lines the excess capacity can in part be taken 
care of by exports but this is not true in all cases for 
the reason that high labor and other costs make the 
competitive position of the United States in the inter- 
national market by no means satisfactory for all kinds 
of manufactured goods. In those industries which 
find themselves in this situation severe competition is 
certain to be felt. Profits will be difficult to make and 
superior organization and the highest efficiency and 
economy in every direction will be required as well as 
earnest seeking for markets and willingness to accept 
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narrow profits. Even then it seems not unlikely that 
higher cost units in some industries may be driven 
out of business. 

Agriculture 

The position of agriculture and of producers of 
some raw materials is analogous to that of many 
manufacturing industries. The agricultural situation 
has improved materially since 1920. This is evidenced 
by the fairly well maintained buying in agricultural 
communities, by the gradual liquidation of frozen 
credits and by the return of a spirit of confidence. 
However, there is a tendency to exaggerate the im- 
provement which has taken place. The farmer's ac- 
tual position depends on his relation to the whole eco- 
nomic picture and it is certain that a large part of the 
reduction of bank loans and other forms of indebted- 
ness in agricultural communities has been accom- 
plished by means of curtailment of expenditures for 
agricultural implements, fertilizers and needed farm 
improvements. Although many farmers have heavy 
capital investments and work long hours, a large pro- 
portion of farm families have been obliged to forego 
the conveniences and pleasures which most industrial 
workers regard as necessities of life. 

There have been notable price improvements in 
some directions but even here there is probably a ten- 
dency to exaggerate the gains which have been made. 
Thus the price of cotton is high but the ravages of the 
boll weevil have been terrific and the result is an ex- 
treme spottiness of conditions in the cotton states. 
The price of corn is high but the price of hogs which 
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constitutes the largest item in the ultimate marketing 
of corn is low and the price of cattle is only moder- 
ately satisfactory. Many of the specialized crops such 
as tobacco have been good and prices fairly accepta- 
ble. 

A considerable factor in the apparent improve- 
ment in agricultural communities is the extension of 
special credit facilities. In connection with the credit 
problems arising in agriculture, however, it is essen- 
tial that the fact should not be lost sight of that lack 
of credit is not the root of the problems of today. The 
difficulties which followed 1920 were the result of the 
use of too much credit, which brought about over- 
expansion of agriculture in relation to world demand. 

The readjustments which must be made in 
American agriculture are fundamental in character 
for the farmers of the United States have reached 
the point beyond which they are no longer exploiters 
of virgin soil and where they find themselves for the 
first time in competition with the farmers of other 
countries who have the advantage of cheap new land. 
They face the necessity of adopting better methods 
in order to secure better yields and of developing bet- 
ter marketing systems, with readjustment of their 
crops to meet new conditions. In many lines this will 
mean a reduction in acreage of crops of the general 
field type such as grains designed for the international 
market and an increase in acreage of crops designed 
for consumption in the United States. Production of 
the latter type of crops can also be overdone, unless 
the urban population increases as rapidly as the crops. 

A necessary phase of the readjustment now in 
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progress is the movement from the farm to the city. 
Changes of this character are slow and they mean suf- 
fering in many individual cases, but efforts to prevent 
them would be as unsound as efforts to maintain any 
other overbuilt industry at its full capacity. They 
would also be certain to end in failure and the chief 
sufferer from that failure would be agriculture. 

The total volume of credits extended by the War 
Finance Corporation now outstanding is $77,000,000. 
Total outstanding loans made by the Federal land 
banks are $786,000,000 and by the joint stock land 
banks $387,000,000. To date the Federal intermedi- 
ate credit banks have extended credits amounting to 
$37,000,000. The total of credits extended by these 
four special agencies amounts to $1,287,000,000. 
This new credit machinery has been of inestimable 
service in meeting a national emergency and it has as 
well great possibilities under normal conditions, but it 
is to the interest of every farmer to see that these new 
credit facilities are not used to support intrinsically 
unsound propositions. It seems a safe conclusion that 
in the next few years the position of the farmers as a 
whole will improve but it does not follow that the po- 
sition of all types of farming will improve. 

The Presidential Election 

The psychology of a presidential year is adverse 
but the fear of evil effects which seems to be deep 
rooted with a large section of the business public is 
largely traditional. It is inherited from the days be- 
fore 1914 when tinkering with the currency and med- 
dling with the tariff were the favorite occupations of 
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politicians. The establishment of the Federal reserve 
system on a sound basis and the tendency toward de- 
tailed changes in the tariff rather than wholesale 
alterations serve to lessen the unsettling effects of po- 
litical agitation. 

Tax Reduction and Public Expenditures 
I am for tax reduction. If the burden of taxation 
is lessened as proposed by the Secretary of the Treas- 
ury, the favorable outlook for business will be greatly 
improved. Since 1903 the combined rate of taxation 
has increased thirteen times as fast as population. 
Under these circumstances new forms of public ex- 
penditure are unthinkable and tax reduction is the 
foremost legislative need. The proposals of the 
Secretary of the Treasury are economically sound 
and non-partisan in character, as is also the proposal 
for tax reduction made by the Governor of the State 
of New York. The proposed changes in Federal 
income taxes offer direct relief to those of moderate 
means through reduction of the normal tax rate and 
of the rate on earned incomes. 

Indirectly the proposed reduction in surtaxes of- 
fers further relief to those who pay no direct taxes 
and to small taxpayers inasmuch as the present in- 
come tax law has driven large incomes into tax free 
securities and other non-business investments. Gov- 
ernmental agencies have been enabled to borrow at 
unduly favorable rates, which is a direct encourage- 
ment of extravagance, a large part of the resultant 
expenditure being unproductive. Equally as serious 
has been the lessened supply of funds for investment 
in industry and commerce. New enterprise and 
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initiative will be stimulated and the entire business 
structure of the country will profit if those paying 
surtaxes are encouraged to invest their funds in pro- 
ductive channels where the income is taxable instead 
of in tax-proof investments. It is our belief that Con- 
gress cannot fail to respond to the united demand of 
the people and give justified relief. We enter 1924 
with confidence. 
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Report on Operations 
for the Year Ended December 31, 1923, by 
STEVENSON E. WARD 
President 

Operations of the Bank during 1923 have been 
less affected by conditions in other countries than in 
any year since 1914. As the demands of the United 
States Treasury have decreased, the needs of current 
domestic business have increasingly dominated the 
money market. The readjustments resulting from 
war and postwar overexpansion have been long 
drawn out, and in many cases the affairs of businesses 
whose troubles became apparent in 1920 have gone 
from bad to worse and have continued to affect bank- 
ing profits. As such situations have developed and 
accruals of depreciation in value have occurred the 
Bank has made full provision for them. During the 
period from December 31, 1919 to December 31, 1923, 
which was characterized by liquidation and losses in 
business, the undivided profits of the Bank increased 
from $4,085,889.91 to $13,624,312.45 with valuations 
of the Bank's assets at all times on a conservative 
basis. 

Money rates have fluctuated through a narrow 
range during the year. The average rate earned by 
the Bank on loans,, discounts and investments has 
shown corresponding stability. 

Operations of the National Bank of Commerce in 
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New York for the year ended December 31, 1923 re- 
sulted as follows: 



Profits after expenses and full provision for 

bad and doubtful items $6,992,588.52 

Provision for Federal and other taxes 1,144,629.85 



Net Profits $5,847,958.67 

applied as follows: 

To payment of regular divi- 
dends of 12 per cent $3,000,000 

Extra dividend of 4 per cent. 1 ,000,000 



4,000,000.00 

To addition to Undivided Profits 

Account $1,847,958.67 



The year has been marked by important changes 
in the organization of the Bank. Foremost was the 
creation of the office of Chairman of the Board of Di- 
rectors, and the election thereto of James S. Alexan- 
der, formerly President of the Bank. A thoroughly 
equipped trust department was established on De- 
cember 15, 1923, under the supervision of Second Vice 
President C. Alison Scully, an experienced trust 
officer and attorney. 

High operating costs in banking in the United 
States have in recent years become a problem of pri- 
mary importance. This is possibly more serious in 
banking than in other types of business. Higher costs 
of doing business can not be offset by higher money 
rates, for money rates are determined by national and 
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international competition, more severe and more per- 
fect than in the case of any commodity. Earnest at- 
tention has been given to this problem with gratify- 
ing results. Means of securing increased efficiency 
have been worked out painstakingly, and we have 
been enabled to do our work better with fewer em- 
ployes. 

The number of stockholders is 6184, an increase 
for the year of 586. The average holding is 40 shares. 
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Statement of Condition 



December 31, 1923 



RESOURCES 

Loans and Discounts $290,668,790.39 

Overdrafts, secured and unsecured 156.52 

United States Securities 22,833,434.36 

Other Bonds and Securities 8,715,220.15 

Stock of Federal Reserve Bank 1,500,000.00 

Stock of French American Banking Corporation . . 625,000.00 

Banking House 4,000,000.00 

Cash in Vault and due from Federal Reserve Bank . 46,326,607.41 

Due from Banks and Bankers 8,320,267.75 

Exchanges for Clearing House 136,142,921.33 

Checks and other Cash Items 2,617,458.15 

Interest Accrued 1,139,666.52 

Customers' Liability under Acceptances 26,955,383.38 

United States Securities Sold under Repurchase Agree- 
ment 9,925,688.90 



$559,775,594.86 

LIABILITIES 

Capital Paid up $25,000,000.00 

Surplus 25,000.000.00 

Undivided Profits 13.624.312.45 $63,624,312 45 

Regular Dividend payable Jan. 2, 1924 $750,000.00 

Extra Dividend payable Jan. 2 1924 1,000,000.00 1,750,000.00 

Dividends unpaid 9,438.50 

Deposits 448,905,768.88 

Reserved for Interest, Taxes and other Purposes . . 4,230,834.55 

Unearned Discount 1,308,431.30 

Acceptances Executed for Customers 27,973,213.74 

Acceptances Sold with our Endorsement 2,047,906.54 

United States Securities Sold under Repurchase Agree- 
ment 9,925,688.90 



$559,775,594.86 
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National Bank of Commerce in New York 
Address by 

JAMES S. ALEXANDER, Chairman of the Board of Directors 

At Annual Meeting of the Shareholders 
January 13, 1925 

Two developments of outstanding significance 
during 1924 have been the notable improvement in 
conditions in Europe and betterment in the relative 
position of the farming industry in the United States 
and in a number of other agricultural countries. 
Critical examination of the course of business during 
last year discloses that these are but two of many 
favorable factors which indicate great business activ- 
ity in 1925. It may well be that the year will estab- 
lish a new peace-time record for the country. 

The volume of manufacturing and merchandising 
operations in 1924 was only fairly good and except 
in favored lines profits were not even commensurate 
with volume. Under these circumstances, caution 
was properly exercised in the making of future com- 
mitments. As it was recognized, however, that un- 
derlying conditions were sound and that fair business 
was being done in most lines, confidence was gradu- 
ally restored and since late summer there has been in- 
creasing industrial activity. A persistent policy of 
hand-to-mouth buying has kept stocks moderate all 
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along the line from producers of raw materials to 
final consumers. The long period of political insta- 
bility is seemingly now at an end, and freedom from 
ill-advised legislation may be hoped for for some time 
to come. The railroads are earning more than they 
have for years, and are at last justified in going for- 
ward with the expansion and improvement of their 
facilities necessary to provide for the growth in traffic 
which they must be prepared to handle. Building 
and construction reached record levels in 1924, and 
while it may be that the most acute building shortage 
has been met, it is expected that building industries 
will continue active. 

Outlook for Money 

Increased commercial demand for funds unques- 
tionably would result in higher money rates than 
those which prevailed during a considerable part of 
1924. The low rates of last year were the combined 
result of gold inflow, dull business, and Federal re- 
serve bank operations and may therefore be regarded 
as to some extent subnormal. Far from being cause 
for concern, moderate advances in money rates are a 
healthy symptom, an added factor justifying confi- 
dence in the business outlook. 

In connection with the current money situation 
certain aspects of the position of reporting member 
banks and of the Federal reserve banks and some 
phases of the gold question merit special attention. 
During the year the total of net demand and time 
deposits of about 740 reporting member banks in lead- 
ing cities increased two and three-quarter billions of 
dollars. Of this amount over two billions were ab- 
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sorbed about equally in loans and discounts and in in- 
vestments, the remainder being utilized in reduction 
of borrowings at the Federal reserve banks and for 
added reserve requirements. 

Holdings by the Federal reserve banks of dis- 
counted bills are $484,000,000 lower than a year ago 
and reserve notes in circulation have been reduced by 
$383,000,000. Total earning assets of the twelve Fed- 
eral reserve banks are about the same as a year ago. 
The decline in holdings of discounted bills has been 
largely offset by increased holdings of United States 
Government securities. Since midsummer, bills 
bought in the open market have increased greatly 
but the total on December 31, 1924 was only slightly 
higher than on the nearest corresponding date a year 
ago, a reflection of the seasonal character of the move- 
ment. 

Latterly rediscount facilities have again come 
into use and as business expands it will naturally fol- 
low that recourse will be had to the reserve banks. 
This is in nowise disturbing, for the system not only 
has large reserves but can at will increase its gold 
holdings by gradual absorption of part of the gold 
now in circulation. The period of extremely low 
money rates is over but no combination of circum- 
stances that can be foreseen would result in high 
rates as they are generally understood. 

The Gold Problem 

The inflow of gold into the country has continued. 
Net imports in 1924 were about $250,000,000 com- 
pared with $294,000,000 for 1923. The total stock of 
gold coin and bullion reported in the circulation 

3 



statement of the United States Treasury for Decem- 
ber 1, 1924 was $4,570,000,000, higher by $360,000,000 
than on December 1, 1923. Federal reserve bank 
holdings on December 31, 1924 were $147,000,000 
lower than on the nearest corresponding date a year 
ago. Gold coin and gold certificates in circulation 
have increased about $450,000,000 during the year. 

The United States has never sought to impound 
the world's gold. The inflow has been the result of 
the ordinary business of this country with other 
countries and is the concrete evidence that the United 
States has been selling in foreign markets more in 
the form of goods and services than it is taking from 
them. Aside from the gold which at any time is the 
actual property of the United States Treasury, our 
stock of gold does not belong to the American people 
in any vague general sense but is the individual prop- 
erty of institutions and individuals, and no matter 
how desirable it might be from a broad economic 
viewpoint to decrease the gold holdings of the United 
States and to increase those of some other countries, 
the holders of American gold can part with it only 
in exchange for sound values, or lend it to respon- 
sible borrowers. The generally better prospects in 
Europe justify a reasonable American confidence. 
European loans are being floated in this market in 
heavy volume and part of their proceeds is being 
taken in the form of gold, to be used as a basis for 
circulation. 

It seems probable that the inflow of gold into the 
United States will be checked. Indeed, this may al- 
ready have occurred. During the last four months 
of 1924, gold imports were offset by exports. This 
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compares with a net inward movement of $126,000,000 
for the corresponding period of 1923. It does not 
follow that a heavy outward movement is imminent. 
The United States is not the only source of gold. Bet- 
ter conditions abroad will tend to divert to Europe 
new gold which otherwise would have reached the 
United States and it is not possible to determine the 
extent to which this may satisfy the European de- 
mand. The fact is also not to be lost sight of that the 
world's stock of gold has been increasing fairly rap- 
idly. While our attention has been concentrated on 
the increase in our own holdings, the gold holdings 
of many other countries have increased relatively 
almost as much since 1914 as have those of the United 
States and it may be that some countries will not be 
especially desirous of adding to their gold stocks. 

Furthermore, while flotation of foreign loans in 
the United States is now resulting in exportation of 
gold, this influence can continue to operate only so 
long as the volume of new issues is at least equal to 
interest and installments on principal paid Govern- 
ment and citizens of the United States on loans al- 
ready outstanding. The United States Department 
of Commerce estimated that in 1923 the net balance 
due this country as interest payments alone includ- 
ing interest paid by foreign governments to the 
United States Treasury was more than $400,000,000 
and there is no doubt that the net total is now much 
larger. At present, the development of any sustained 
outward gold movement large enough to cause a 
tendency toward higher money is unlikely but it 
seems probable that inflow of gold as a factor tending 
to depress rates is being eliminated. 
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Accumulation of Capital 
Of fundamental importance in relation to the 
yield on long-term investments is the rapid accumu- 
lation of capital now going on in the United States. 
Although theoretical computations of the annual na- 
tional savings are interesting, they are not conclusive 
nor do they need to be. All around us is the concrete 
evidence that national consumption is well below the 
national income. The necessity of finding permanent 
investment for new capital has been a factor of great 
importance in recent advances of stocks and bonds. 
It seems probable that yields are in process of reduc- 
tion to permanently lower levels. In other words, 
the abnormally high returns of war and postwar 
years are vanishing as capital accumulates again not 
only in the United States, but throughout the world. 
On the basis of the latest available figures of the 
Commercial and Financial Chronicle, total flotations 
of securities in the United States in 1924 exceeded 
$6,000,000,000. Of this total $700,000,000 were for 
refunding purposes. The total of foreign and Cana- 
dian issues was about one and one-quarter billion 
dollars. 

j4.gr/cu/rure 
Agriculture is the leading industry of the country 
and the outlook for it is therefore the foremost con- 
sideration in judging the course of business in 1925. 
That the position of the farmers is better is beyond 
doubt. Wheat and corn are high and the price of 
wool is at record levels, except for the period of the 
postwar boom. The price of cotton is quite steady at 
levels materially below twelve months ago, the lower 
price being offset by the large and well-distributed 



crop. Throughout the country the liquidation of 
bank debts by farmers, some improvement in trade, 
and the generally better feeling are measures of the 
great progress made. 

Unfortunately, there are no grounds for assur- 
ance that all the gains made in 1924 will be held in 
1925. Betterment which has taken place in the wheat 
belt is mainly fortuitous. American wheat growers 
had the great good luck to have a good crop when 
Canada had a partial crop failure and crops in Europe 
were disappointing. Wheat farmers are better off 
in so far as their welfare depends on the crop of 1924. 
What will happen this year cannot be guessed for it 
is a weather proposition pure and simple. The high 
price will tempt growers in every country to increase 
the acreage sown to wheat. If there should be good 
crops, especially in Canada, American wheat farmers 
next autumn would again face the necessity of sell- 
ing their grain at low prices. 

The cotton situation is just as hazardous as it was 
a year ago. Control of the boll weevil by artificial 
means is not a large factor in relation to the size of 
the crop and outside of the favored areas of Texas 
and the more northerly sections of the cotton belt 
weevil damage will be dependent on the extent to 
which cold weather destroys the hibernating weevils 
this winter and on the favorable or unfavorable 
weather next summer. Aside from the question of 
the weevil are the usual weather risks to which the 
crop is exposed. 

With respect to corn, the crop is short and the 
United States Department of Agriculture estimates 
that only 63 per cent, is merchantable. In other 
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words, no more than 1,500,000,000 bushels are salable 
as grain. Even if the entire crop were merchantable, 
however, most of the corn crop would have to be 
marketed as live stock. On December 15 the price 
of hogs was 18 per cent, above the price on De- 
cember 15, 1913, and the price of cattle was only 
7 per cent, higher, while the general wholesale 
price level was 55 per cent, higher. The corn farmer is 
at a much greater disadvantage than these figures 
indicate in the retail markets in which he must buy. 

The real progress made by agriculture is to be 
measured by debt reduction, by tendency toward de- 
sirable diversification and better methods, and by the 
gradual drift from country to city, which is tending to 
bring domestic production nearer to domestic con- 
sumption. By these tests the gains made have been 
modest and there is even a probability that better 
prices will defer further progress. 

Hand to Mouth Buying 

Wholesale and retail trade have been good 
throughout 1924, although not quite so satisfactory 
as in 1923. A year ago we stated it to be our judg- 
ment that the policy of hand-to-mouth buying was 
likely to prove permanent in large measure, because 
good transportation and prompt diffusion of knowl- 
edge of style trends and trade conditions and fear of 
consequences such as followed 1920 present an effec- 
tive barrier to forward buying in large volume in 
most lines. Business policy in 1924 was in ac- 
cordance with our expectations and although in- 
creased confidence in price levels, because of the 
upward trend in recent months, may result in some 
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increase in forward buying, it is our belief that it will 
not reach large proportions. 

It is true that hand-to-mouth buying pushes the 
burden of financing back to manufacturers and pro- 
ducers of raw materials but it is also true that they 
have or ought to have a much wider knowledge of 
general trends and business probabilities than the 
smaller units in the producing and distributing 
mechanism. That this is so is indicated by the situa- 
tion today. There is neither an accumulation of 
goods, which would serve as a brake on production, 
nor a shortage, which is equally undesirable, because 
to bid for supplies which do not exist usually results 
in price inflation and ultimate overproduction. The 
American business machine is now much more closely 
geared up than it was at the close of the World War, 
or indeed, at its beginning. 

Building and Railroad Improvements 

Next to agriculture in importance in connection 
with the business outlook in the United States are 
building and construction and railroad expenditures. 
Although in some localities and in some kinds of 
buildings the shortage which so long existed may 
have been made up to a considerable extent, there is 
always the normal increase in population which must 
be provided for, an increase now estimated at some- 
what less than a million and a half persons each year. 
Last year was a record year for building and con- 
struction. It is probable that activity in 1925 will 
show a good deal of irregularity between different 
localities and between different classes of construc- 
tion, but it seems certain that the total will be large. 
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The best evidence of the improved position of the 
railroads is their ability to float securities amounting 
to $1,000,000,000 in 1924. Stock issues amounted to 
about $60,000,000. It is expected that railroad finan- 
cing will be much heavier in 1925. Most of the roads 
are earning well and the conservative results of the 
presidential election are an indication of a better 
public attitude toward them. Expenditures for im- 
provements to be made during 1925 may run as high 
as $1,000,000,000, a factor of great importance in the 
favorable business prospects. 

Conditions Abroad 

There has been great improvement in Europe, 
partly a result of the operation of the Dawes plan, 
but to a greater extent the cumulative result of the 
slow struggle back toward normal peace-time life 
which has been in progress ever since the Armistice. 
The stabilization of the German currency, the return 
of Swedish, Dutch and Swiss currencies to par with 
the dollar, the reestablishment of the gold standard 
in Sweden and evidences of increased savings in some 
countries are indeed striking measures of the better- 
ment which has taken place. 

Improvement outside of Europe has also been 
great. Australia is enjoying a boom as the result of 
a high price for a large wool clip and anticipation of 
a good price for a large wheat crop. Argentina has 
also profited greatly by advances in wool and the 
prospects are for an average wheat crop. Despite 
political unrest, business is reported better in India, 
chiefly as a result of good crops. In Canada, the high 
price of wheat has been a partial offset to a poor crop. 
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Practically all countries, except Russia and China, 
have shared in the gains made. 

All will agree that in the long run the United 
States will profit from a resumption of normal eco- 
nomic life in Europe. Demand for raw materials, 
such as cotton and copper, is now increasing and 
there may be some increase in demand for American 
food products. However, if the Dawes plan is to suc- 
ceed, Germany must pay reparations by means of the 
export of manufactured goods. If other countries of 
Europe are to enjoy genuine prosperity, they, too, 
must expand their exports of manufactures. The 
economic existence of Western Europe depends on 
an increase in these exports. 

European Competition 

Labor costs in Europe are lower than they are in 
the United States. Pressure of population always 
tends to make labor cheap in countries heavily popu- 
lated in relation to their natural resources. Since 
1914 a notable development of manufactures has 
taken place not only in the United States but 
throughout the world. France, Italy, and some other 
European countries are of rapidly increasing indus- 
trial importance. The leading countries of the non- 
European world all are struggling for industrial self- 
sufficiency. Europe has skill, and competition be- 
tween the recovering European nations is fairly cer- 
tain to bring labor costs there even below present 
levels. 

The United States must reckon on growing Euro- 
pean competition. It is already evident in some lines 
that tariff walls are a very imperfect protection in the 
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domestic market. Every practical manufacturer 
knows that United States production costs are now 
so high as to make it very difficult to export profitably 
except in lines where there are natural advantages 
such as cheap raw materials, advantages growing out 
of patent rights, or low costs due to the enormous 
domestic market and large-scale production. No ap- 
pearance of impending prosperity should blind Amer- 
ican business to these facts. 

Prices and Profits 

Profitwise, 1924 has been only moderately satis- 
factory. In some lines profits have been extraordi- 
narily high. A large group of businesses will just 
make a respectable showing and a good many will 
show losses. There is considerable evidence that a 
large share of the hope that 1925 will be a better year 
than 1924 has its foundation in expectation of a 
marked general advance in commodity prices. In- 
deed, the index number of the United States Bureau 
of Labor Statistics has advanced eight points, from 
145 in June to 153 in November. To the extent to 
which this advance is the result of gains by commodi- 
ties which have been below the general level — and a 
considerable proportion of it is due to this — the up- 
ward movement so far forecasts better business, but 
nothing could have a more disastrous effect than a 
sharp general rise in commodity prices. Our price 
level is already high compared with many other coun- 
tries. Advancing prices and their certain corollary, 
advancing wages, could quickly make it impossible 
for American manufacturers to meet the European 
product in markets open to both, and foreign manu- 
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facturers would increasingly find themselves able to 
scale any tariff wall. 

Higher prices for finished manufactures would 
raise farmers' costs. American farmers would be 
thrust back into the impossible situation out of which 
they have been struggling, for agriculturally speak- 
ing the United States is a high-cost country in most 
lines, just as it is in manufacturing, and it therefore 
is not the maker of the world price. The position of 
some other American producers of raw materials 
does not differ from that of the farmers. The con- 
sequence of rising prices would be diminished ex- 
ports, increased imports, lessened domestic consump- 
tion and business recession. It has long been the 
expectation in well-informed European quarters that 
this would be the course of events in the United 
States. It is yet too early to be certain that these 
gloomy prophecies by our rivals will not be realized. 

Economy the Foremost Need 

If we are to have long continued prosperity in- 
stead of an unsatisfactory spurt in business, we must 
fit ourselves to meet the stiffest competition in our 
history. Profits will be made by the discarding of 
business luxuries and the maintenance of quality, 
rather than by means of advancing prices or their 
equivalent, a lowering of quality. In many lines, 
the appearance of inferior domestic goods will be an 
instant invitation to competition from European 
countries which are specialists in quality products, for 
Americans are discriminating purchasers. 

Public economy is an important element in fitting 
the nation to meet competition. The Federal Govern- 
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ment is making progress in this direction. The 
United States debt has been reduced $4,829,000,000 
since August 31, 1919. Reduction during the last 
twelve months is estimated at $940,000,000. This is a 
fine showing, yet we should not congratulate our- 
selves too loudly for during the last year Great 
Britain, which carries a much heavier debt burden in 
proportion to national income, reduced its debt about 
$350,000,000. Federal taxes have been lowered, but 
there is not much evidence that state and local ex- 
travagance has been substantially checked. 

Private economy is of equal importance. This is 
no time for an orgy of spending and fortunately there 
is no apparent disposition on the part of the Ameri- 
can people to embark on one. Although foreigners 
regard us as a hopelessly extravagant nation, it is 
doubtful whether we are more so in relation to our 
resources and our earning ability than most Euro- 
peans of corresponding economic levels. The best 
assurance against an era of soaring prices is the re- 
sistance to them which consumers have shown ever 
since 1920, and this spirit of common sense is like- 
wise our best assurance of prosperity throughout 
1925. 
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Report on Operations 
For the Year Ended December 31, 1924, by 
STEVENSON E. WARD 

President 

Operations have been under the influence of the 
rather slow business conditions which prevailed dur- 
ing most of 1924. With light money requirements 
on the part of commercial borrowers, the hazards of 
banking have been lessened, but low rates are re- 
flected in reduced earnings. Under the circum- 
stances, the results for the year may be regarded 
as satisfactory. 

Operations of the National Bank of Commerce in 
New York for the year ended December 31, 1924 re- 
sulted as follows: 

Profits after expenses, full provision for bad 
and doubtful items, and extra compensa- 
tion to officers under plan adopted by the 
Board of Directors on July 16, 1924 $6,082,222.47 

Provisions for Federal and other taxes 945,574.66 

Net Profits $5,136,647.81 

applied as follows: 

To payment of regular dividends of 16 per 
cent $4,000,000.00 

To addition to Undivided Profits Account. $1,136,647.81 

Reference was made a year ago to the organiza- 
tion of a Trust Department. It has made a steady 
growth during the year, and its establishment has 
15 



already been justified by the increasing use made of it 
by the friends of the Bank. 

An especially gratifying feature of the year's op- 
erations has been the increase in our foreign business. 
The Bank has continued to play an important part 
in financing the course of international trade and is 
now benefiting from the improvement in Europe 
and in other countries. 

The number of stockholders is 6,377, an increase 
for the year of 193. The average holding is 39 shares. 



16 



Statement of Condition 



December 31, 1924 



RESOURCES 

Loans and Discounts $294,336,522.96 

Overdrafts, secured and unsecured 3,794.99 

United States Securities 86,087,539.79 

Other Bonds and Securities 7,887,384.16 

Stock of Federal Reserve Bank 1,500,000.00 

Stock of French American Banking Corporation . . 625,000.00 

Banking House 4,000,000.00 

Cash in Vault and due from Federal Reserve Bank . . 59,846,082.45 

Due from Banks and Bankers 9,555,462.68 

Exchanges for Clearing House 153,387,077.56 

Checks and other Cash Items 4,091,129.32 

Interest Accrued 1,679,319.94 

Customers' Liability under Acceptances 35,906,636.69 



$658,905,950.54 

LIABILITIES 

Capital Paid up $25,000,000.00 

Surplus 25,000,000.00 

Undivided Profits 14,760,960.26 64,760,960.26 

Regular Dividend payable Jan. 2, 1925 1,000,000.00 

Dividends unpaid 12,290.50 

Deposits 534,448,734.33 

Bills Payable with Federal Reserve Bank 13,000,000.00 

Reserved for Interest, Taxes and other Purposes . . 3,205,639.18 

Unearned Discount 899,442.26 

Acceptances Executed for Customers 36,560,380.21 

Acceptances Sold with our Endorsement 5,018,503.80 



$658,905,950.54 
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Throughout 1925 the United States enjoyed pros- 
perity and business stability comparable with the 
best years in the decade immediately preceding the 
World War. Production considered as a whole was 
about as near capacity as was possible with the avail- 
able labor supply. Industrial earnings were excellent 
in all but a few lines where special conditions were 
operative. Consumer trade was at record levels. The 
railroads handled an unprecedented volume of freight 
and taken as a whole their earnings were the best in 
years. Labor was fully employed at good wages of 
high purchasing power, and industrial workers in the 
United States are now enjoying a standard of living 
probably not heretofore equaled in history. The 
agricultural situation has improved, although more 
progress will have to be made before there is an 
equalization of conditions between agricultural and 
industrial communities. 

Factors Influencing Business in 1926 

The past record of high profits and general well- 
being is gratifying, but the important consideration 
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today is what may be expected in 1926. The course 
of American business in the year just beginning will 
depend on many factors, chief among them being the 
outlook for export trade, agriculture, the railroads 
and building and construction. Interacting with all 
these influences and in turn responding to them will 
be the course of money rates. 

International Despite continued uncertainty in 
Conditions some countries, the international 
financial and exchange situation con- 
tinued to improve in 1925. World trade is now about 
at prewar levels and there are good grounds for con- 
fidence in further gains during 1926. The restoration 
of exchange to a gold basis in Great Britain, the Brit- 
ish Dominions and the Netherlands was the outstand- 
ing development of 1925, and steps in the same direc- 
tion by several other nations are rapidly bringing to a 
close the postwar era of sharp exchange fluctuations. 

The foreign commerce of the United States made 
good gains in 1925, with little change in its essential 
character. The excess of exports over imports, which 
was materially lower than in 1924, was much more 
than covered by the huge volume of foreign loans 
floated in the American market. It is believed in 
some quarters that the time is not far distant when 
our so-called favorable balance of trade will entirely 
disappear, but examination in detail of returns for the 
year just closed shows that, regardless of how good 
the logic of this belief may be from the long-run view- 
point, such a conclusion is premature. The higher 
price of raw rubber and importation of a larger quan- 
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tity were alone sufficient to account for the entire 
apparent decline in the export balance. 

There is no doubt, however, that American prod- 
ucts will meet increasingly severe competition as Eu- 
rope regains its economic strength. Germany and 
Italy, especially, are emphasizing the necessity of in- 
creasing agricultural output and, in so far as their 
efforts may be successful, some lessening of the for- 
eign demandfor American food products might result. 

The theory has been advanced that currency sta- 
bilization and balancing of budgets will tend to lessen 
the competitive advantages in export markets for 
manufactures which some European countries have 
for long enjoyed. No doubt this is the immediate 
effect. Inasmuch, however, as the manufacturing 
countries of Europe are large importers of raw ma- 
terials in the long run currency stabilization will im- 
prove their ability to buy, thereby effecting an offset 
to their loss of advantage in selling. 

Agriculture Since there is no reason to expect any 
marked expansion of American ex- 
ports, prospects for 1926 hinge primarily on condi- 
tions within the United States. The largest single 
American business is farming and, to the extent that 
the outlook for the New Year is determined by the 
crops of 1925, there is much ground for assurance. 
After the spring months, however, business will be 
influenced by crops and prices of the current year, and 
since weather is unpredictable only the event can tell 
how much agriculture will contribute to general pros- 
perity during the latter part of 1926. 
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Railroads Other influences can perhaps be gauged 
a little better than that of agricul- 
ture and the indications are that business in 1926 
will have the support of a steady volume of railway 
buying for maintenance and improvement. During 
the year just closed the roads handled the heaviest 
freight traffic in history. Earnings of many lines are 
excellent and even in the case of lines not yet in a 
satisfactory position there is promise of betterment. 
Especially does the growing realization by the public 
that the roads must earn to live afford grounds for 
hope for the future. If railway executives and rail- 
way labor prove able to agree on a plan for dealing 
with wage disputes, this will be a further favorable 
influence. 

It does not follow, however, that the railroads will 
greatly increase their expenditures over those of 1924 
and 1925. They have consistently carried forward a 
large improvement program for several consecutive 
years and their tracks and equipment are in good 
shape. The probability is that railway expenditures 
in 1926 will be about at the level of 1925. 

Building Construction always plays a large 
and part in the United States because this 
Construction's a comparatively new country with 
a rapidly growing population and ex- 
panding industry and commerce. It is doubtful, how- 
ever, whether before in our history has there been so 
prolonged and so general a period of building activity 
as that which began in 1921. Every sort of enterprise 
has profited, in some cases directly and in others indi- 
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rectly, by reason of full employment at good wages 
and resultant high purchasing power. Widespread 
reports of vacant space and declines in rents indicate 
that the building shortage has been made up and that 
in many sections and classes of construction a surplus 
exists. 

In some quarters it is believed that increased rail- 
road work and more industrial building might be suf- 
ficient to offset possible shrinkage in other construc- 
tion, but this does not seem likely. As already stated, 
railway expenditures cannot reasonably be expected 
to show much gain over the year just closed. There 
may be some increase in industrial building. This is 
always encouraged by a period of prosperity such as 
we had in 1925, and the excess plant capacity accumu- 
lated during the war years is gradually being cut 
down by obsolescence or absorbed by expanding re- 
quirements. At the same time the presence in many 
communities of well-constructed and well-located 
empty factory buildings suggests that for some time 
to come demand for new plant will be restricted to 
special localities and industries. 

If building should recede, there would be an in- 
evitable slowing down of industries directly depend- 
ent on it, and lessened employment would be reflected 
in reduced purchasing power, which always has far- 
reaching consequences. Any curtailment of the earn- 
ings of those employed in industry would be fairly 
certain to put a brake upon the further extension of 
installment selling, which in the last year or two has 
played a large part in the marketing of automobiles 
and many other classes of manufactures. 
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Money Affecting the entire business outlook but 
Market in turn influenced by its many phases are the 
probabilities as to money rates. The inward 
movement of gold which had commenced in the 
autumn of 1920 began to make itself felt about the 
middle of 1924 and the outward movement since then 
has not been sufficient materially to affect credit con- 
ditions. In addition to the effects of heavy stocks of 
gold, the United States money market throughout 
1925 was subjected to the influence of the cheap- 
money policy of the Federal reserve banks. That this 
policy was designed to prevent a further inflow of 
gold and to assist Great Britain and other European 
countries in the task of returning to a gold basis and 
of currency stabilization, both ends in the long run 
no doubt advantageous to American business, did 
not lessen the resulting problems. 

Meantime, capital accumulation has been going on 
rapidly in the United States. This is clearly shown in 
mounting savings and life insurance, but above all in 
the huge volume of new securities absorbed by the 
American market. 

The inevitable consequence of redundancy of 
funds, both for short-term employment and long-term 
investment, was the diversion of money into stock 
speculation. At the same time the splendid earnings 
of many corporations have furnished a sound basis 
for higher prices for their securities. Cheap money 
gave an impetus to building and construction and to 
speculation in urban building sites. 

Speculative activity resulting from credit redun- 
dancy ultimately brings its own corrective. In its 
earlier stages, whether in stocks, building projects or 
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real estate, the hope of large profits attracts funds 
even from conservative channels, but as prices ad- 
vance and prospects for such profits become less, the 
drift is away from speculation toward safer, more 
conservative investments. Another influence tending 
to bring periods of abnormal speculation to an end 
is the gradual accumulation of more or less frozen 
assets, the proportion of which is likely to be espe- 
cially large after a period of real-estate activity. 
Whether or not a considerable volume of non-liquid 
loans has accumulated as a result of the widespread 
extension of the installment sales system will not be 
known until a period of receding business has pro- 
vided a test. 

The Outlook 

To summarize, money rates should be neither high 
nor low in 1926. A check to real-estate activity and 
a moderate recession of building and construction 
seem not unlikely and if this should occur de- 
pendent industries would slacken and employment 
would be less full than during the latter half of the 
year just closed. Offsetting influences to a possible 
recession of building and construction are the pros- 
pect of stable prices, marked betterment of the under- 
tone in agriculture, good reasons for expecting con- 
tinuation of improvement in foreign countries and a 
well-sustained export demand for our products. 
Business plans for the New Year may be made with 
confidence in a continuation of prosperity, but with 
due allowance for the presence of factors which sug- 
gest that 1926 should not be expected to show any 
great gain over 1925. 
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Report on Operations 
For the Year Ended December 31, 1925, by 

STEVENSON E. WARD 
President 

Although production of goods and mercantile ac- 
tivity in 1925 made good gains over 1924, hand-to- 
mouth buying, efficient transportation and communi- 
cation, quick turnover, and the large cash resources 
of many enterprises so limited the need for borrowed 
money that loans for commercial purposes did not 
expand commensurately with the increase in the busi- 
ness of the country. The moderate demand for ac- 
commodation of this character was accompanied by 
low money rates for a considerable part of the year. 
However, money rates for other classes of loans were 
more remunerative. 

Operations of the National Bank of Commerce 
in New York for the year ended December 31, 1925 
resulted as follows : 

Profits after all expenses and taxes, and full 

provision for bad and doubtful items $5,174,330.26 

applied as follows : 

To payment of regular dividends of 16 per 

cent $4,000,000.00 



To addition to Undivided Profits Account. $1,1 74 ,330.26 

The foreign business of the bank has expanded 
materially and the gains made are on a sound foun- 
dation, with every promise of further steady growth. 

The Trust Department is making gratifying 
progress. 

The number of stockholders is 6,536, an increase 
of 159 for the year. The average holding is 38 
shares. 
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National Bank of Commerce 

in New York 



Statement of Condition 
December 31, 1925 



RESOURCES 

Loans and Discounts $329,099,966.19 

Overdrafts, secured and unsecured 11,708.86 

United States Securities 53,314,209.89 

Other Bonds and Securities 8,923,700.29 

Stock of Federal Reserve Bank 1,500,000.00 

Stock of French American Banking Corporation . 625,000.00 

Banking House 4,000,000.00 

Cash in Vault and due from Federal Reserve Bank . 60,890,000.22 

Due from Banks and Bankers 11,251,049.23 

Exchanges for Clearing House 161,987,953.30 

Checks and other Cash Items 3,735,719.27 

Interest Accrued 1,749,326.23 

Customers' Liability under Acceptances .... 42,739,323.30 



$679,827,961.78 

LIABILITIES 

Capital Paid up $25,000,000.00 

Surplus 25,000,000.00 

Undivided Profits 15,935,290.52 

Dividend payable January 2, 1926 . . . 1,000,000.00 

Dividends unpaid 14,207.50 

Deposits 543,699,069.67 

Reserved for Interest, Taxes and other Purposes . 4,826,684.02 

Unearned Discount 962,835.43 

Acceptances executed for Customers 43,468,474.79 

Acceptances sold with our Endorsement .... 19,921,399.85 



$679,827,961.78 



National Bank 
of Commerce 

in New York 




Capital, Surplus 
and Undivided Profits 
'65,000,000 
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National Bank of Commerce in New York 
Address by 

JAMES S. ALEXANDER, Chairman of the Board of Directors 
At Annual Meeting of the Shareholders 
January 11, 1927 

The prosperity of the year just closed has surpassed 
even that of its predecessor. There have been large 
production and consumption of goods. Earnings of 
many corporations have made new records. The rail- 
roads have continued to improve their position until 
at last the great majority may be said to be prosper- 
ing. Money has been stable and the business com- 
munity is gradually coming to recognize that this 
should be the usual condition under a normal, peace- 
time functioning of the Federal reserve system. Ex- 
port trade has been large. Full employment at high 
wages has prevailed, subject only to those seasonal 
irregularities which are unavoidable. 

We may liken the United States to a well-equipped, 
well-balanced, well-managed plant, supplying the 
major part of its own raw materials, having ample 
working capital and an efficient working force which 
consumes by far the larger part of what it produces. 
While the economic organization of this country is 
self-contained to a remarkable degree, it is neverthe- 
less true that our external commercial relations are a 
large factor in our prosperity. In weighing the pros- 
pects for 1927, therefore, conditions in other countries 
are deserving of careful consideration. 

Copyright, 1927, National Bank of Commerce in New York 



The European The outstanding fact which im- 
Situation presses one when viewing the Euro- 
pean situation is the increasing 
dissimilarity of conditions among the several coun- 
tries. For quite a period after the war, and indeed 
until comparatively recently, one could speak of the 
problems of the European nations with a certain 
approach to unity. This similarity arose either from 
the dominating influence of the Franco-German situ- 
ation or from the existence of a number of special 
problems common to all, namely, balancing of the 
budgets, reorganization of the floating debts, the con- 
trol of the currencies, the rectification of the balance 
of payments, the stabilization of the exchanges, etc. 

As common problems these are now removed from 
the European situation. Fundamentally, Franco- 
German relations today are far better than at any 
time since the war and are moving toward a point 
where they may become better than at any time 
within the last half century. 

Progress in the working out of the several special 
problems referred to a moment ago has reached such 
a point in the various countries as to render it impos- 
sible longer to deal with them except as special prob- 
lems of a few countries. In so far as one may general- 
ize concerning the European situation, one may do so 
only by dividing the subject into two sections, the 
Eastern situation and the Central and Western Euro- 
pean situation. The Eastern, which includes Russia, 
Poland and the Balkan region, lies in the field of the 
unknown or unpredictable. Problems of overshadow- 
ing importance in European life may or may not arise 
in this territory in the future. For the present there 
is no indication of a change from the condition that 
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has existed for some time of such degree as to alter 
the relations of this problem to Western Europe and 
to the rest of the world. 

In Central and Western Europe, steady progress 
has been made during the year and there appears no 
important reason why this progress should not con- 
tinue both politically and economically. 

Specifically, progress is indicated by the mainte- 
nance of satisfactory conditions in, or the improve- 
ment of, the public finances, moderate progress in 
trade, the trend of interest rates toward more nearly 
normal levels, and the improvement in political 
relations. 

The most notable specific accomplishments during 
the year have been the turn in business conditions in 
Germany and the progress during the latter half 
of the year in its recovery from the crisis; the 
successful continuation of the operations of the 
Dawes plan; the completion of the period of Eng- 
land's experimentation in the maintenance of the gold 
standard — an achievement accomplished in the face 
of severe domestic conditions arising from the coal 
strike and accompanied by increases in unemploy- 
ment and an increase in the merchandise import bal- 
ance amounting to about 350 million dollars in the 
first eleven months; the completion of the plan for 
stabilizing the Belgian currency upon a new basis and 
with a new monetary denomination; the recovery of 
the French exchange after the debacle of the earlier 
part of the year, this recovery being immediately pre- 
ceded or accompanied by marked improvement in the 
financial situation including that of the budget, the 
floating debt, and the position of the Bank of France; 
the return of some capital; and finally the entrance of 
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Germany into the League of Nations and the closer 
rapprochement between Germany, France and 
England. 

Of these accomplishments the change in the Ger- 
man situation is the one perhaps most deserving of 
special reference. In both the external and internal 
problems progress has been made. The merchandise 
balance which ran so heavily against Germany in 1925 
has assumed a much more satisfactory trend. The 
most significant aspect of the German situation is the 
evidence of the liquidation of the industrial and com- 
mercial situation and the progress in the readjustment 
of industrial organization to the new conditions. Al- 
though this readjustment had necessarily resulted in 
an increase in unemployment, industry and com- 
merce are now in a position to make permanent prog- 
ress. Already improvement in the volume of trade 
and employment over the low state of the early part 
of the year has occurred. The credit situation has 
improved, and money rates, after declining to a more 
nearly normal level, have become relatively stable. 
An important aspect of the current German situation 
that does not disclose progress is the agricultural 
situation. Crops for the most part were under those 
of the year 1925. Generally speaking, however, the 
year has brought marked improvement in the 
economic and financial condition of Germany. 

In several countries, particularly in France and 
Italy, important problems incident to the currency 
situation still remain. It is yet to be known how 
severe an economic crisis industry in these two coun- 
tries must weather in connection with the apprecia- 
tion or stabilization of the exchanges. There is some 
ground for the fear that if the governments of these 
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countries proceed too far in attempts to appreciate 
their currencies, the crises believed to be incidental 
to stabilization may be accentuated. There are also 
certain political aspects in these countries which 
leave something to be desired. However, the Cen- 
tral and Western European outlook is clearly bet- 
ter than it has been at any time in recent years. With 
respect to the ultimate recovery of world trade, there- 
fore, the European situation may be looked upon with 
less apprehension than at any previous time since the 
war. 

The relation of the European situation to American 
foreign and domestic trade of the immediate future 
still remains in part unpredictable. The decline in 
our merchandise export balance this year is traceable 
principally to the decline in our exports to Europe and 
to the increase in our total imports. An analysis of 
this trade, however, discloses nothing either in the 
export trade or in the import trade to cause apprehen- 
sion. The decline in our exports to Europe has been 
largely offset by an increase in exports to the rest of 
the world, and the increase in imports is largely in 
items which do not come into competition with Amer- 
ican products. 

Non-European The three countries which are the 
Countries largest factors in our non-European 
trade relations are Japan, Cuba and 
Canada. The approaching stabilization of the yen 
marks the return of Japan to normal, after the shock 
of postwar deflation and the losses and disruption of 
business resulting from the earthquake. Improve- 
ment in the price of sugar is already being reflected 
in a better outlook for business in Cuba. Canadian 

5 



conditions are sound and the prospect is for active 
business there. 

Save in Brazil, where difficult adjustments are in 
progress, South American business is enjoying a 
period of comparative stability. Chinese conditions 
continue to be chaotic, but this is no new develop- 
ment. Neither in Europe nor outside it are there any 
new unfavorable influences discernible, and while 
mindful of competitive possibilities the remarkable 
progress made toward normal conditions in the world 
as a whole must favorably affect the business of the 
United States. 

Uncertainties Favorable as are the basic factors, 
in the Outlook both domestic and foreign, there are 
certain less favorable aspects which 
must be considered. It is increasingly clear that in 
this country the major adjustments following the 
World War and the collapse of 1920 have been made. 
This means that the great upward swing of business 
which constituted that recovery has been made and 
that from now on, unless fortuitous circumstances in- 
tervene, year-to-year expansion will largely be based 
on growth of population, mechanical or chemical im- 
provements affecting productivity and changes in the 
standard of living which may take place in conse- 
quence of them. 

There are indications that in some lines, at least, 
the upward swing may have temporarily gone too far. 
For instance, some overbuilding may have already 
occurred, at least in certain classes of structures and 
in some localities. Contracts let are at high levels, 
and this, together with the pressure of funds seeking 
investment, affords assurance that construction will 
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continue in large volume for at least a considerable 
part of 1927. However, monthly statistics of building 
permits and contemplated construction are running 
below the corresponding figures for 1925, and there is 
considerable irregularity in building activity between 
the different sections of the country. 

There is also the unsatisfactory agricultural situa- 
tion. There is no doubt that the urban standard of 
living has risen without agricultural standards shar- 
ing equally in the advance, and of late the maladjust- 
ment between the purchasing power of farmers and of 
urban workers has been accentuated, to the further 
disadvantage of the farmers. With few exceptions, 
the prices of the leading farm products are materially 
lower than they were at the close of 1925. This con- 
dition even extends to quite specialized crops, such as 
fruits and burley tobacco. In some regions, as in 
the Minnesota-Dakota wheat area, there has not been 
the offset of large yields. 

The cotton-growing states will suffer as a result of 
low prices for cotton. As a partial offset, however, 
the yield in the southern states of other crops was as 
phenomenal in 1926 as was that of cotton and in con- 
sequence the farmers there will not have to buy feed. 

Another factor to be considered is the outlook for 
the automobile industry. It has probably already 
made a considerable part of the transition from the 
period of expanding domestic markets to demand 
based primarily on replacements plus year-to-year 
growth in population and business, but it is not yet 
certain that this adjustment is complete. As the in- 
dustry approaches stabilization, general business will 
not enjoy the stimulus which has been so important 
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an element in our prosperity, both directly and indi- 
rectly, during the period of its remarkable growth. 

The labor situation may cause some unsettlement. 
After a period of comparative stability there has been 
of late some tendency toward rising wages. Certain 
groups of railroad employes have secured important 
advances, and others are seeking them. Of impor- 
tance is the possibility of labor difficulties in the bitu- 
minous coal industry in the spring. No difference of 
opinion exists in the United States as to the economic 
desirability of high wages, but if due consideration be 
given to our international competitive position and to 
the condition of agriculture, it is by no means certain 
that business could escape untoward consequences if 
widespread wage advances should be sought. 

Conclusion After giving due weight to adverse 
influences, it is still true that the pros- 
perity of this country is rooted deeply in sound under- 
lying conditions. The indications are for a large vol- 
ume of business in 1927, but it seems unlikely that it 
will equal the high record of 1926. Nevertheless we 
may go forward with courage and calm confidence. 
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Report on Operations 
For the Year Ended December 31, 1926, by 



STEVENSON E. WARD 
President 

The year just closed was notably satisfactory from 
the standpoint of banking operations. With com- 
merce and industry prosperous and with sustained 
activity in the market for securities, there was a 
steady demand for funds at profitable rates. Money 
has been unusually stable and credit ample, without 
being redundant. 

During the year, in addition to the regular divi- 
dends, an extra dividend of two per cent, was de- 
clared. The sum of $15,000,000 was transferred from 
Undivided Profits to Surplus, which now stands at 
$40,000,000. Operations for the year ended December 
31, 1926, resulted as follows: 

Profits after all expenses and taxes, and full 

provision for bad and doubtful items $6,044,029.55 

applied as follows : 

To payment of regular dividends of 16 per 

cent, and extra dividend of 2 per cent. . . . 4,500,000.00 

To addition to Undivided Profits Account $1,544,029.55 

Because of the importance of the banking and busi- 
ness center being developed in the Forty-second 
Street district and the consequent desirability of mak- 
ing our facilities available there, an office will be 
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opened about May 1 on Madison Avenue, between 
Thirty-ninth and Fortieth Streets. 

The foreign business of the Bank shows a gratify- 
ing increase in volume and in profit. On December 
18, 1926, our office formerly maintained at Copen- 
hagen was transferred to Berlin. 

The services of our Trust Department are being in- 
creasingly availed of by the customers and other 
friends of the Bank, and this Department continues 
its healthy growth. 

The number of stockholders is 6,534, the average 
holding being about 38 shares. 
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RESOURCES 

Loans and Discounts $368,631,960.22 

United States Securities 49,817,437.67 

Other Bonds and Securities 15,490,825.45 

Stock of Federal Reserve Bank 1,950,000.00 

Stock of French American Banking Corporation . . 625,000.00 

Banking House 4,000,000.00 

Cash in Vault and in Federal Reserve Bank . 60,999,148.27 

Due from Banks and Bankers 178,243,824.00 

Interest Accrued 1,444,174.67 

Customers' Liability under Acceptances 35,912,273.13 



$717,114,643.41 

LIABILITIES 

Capital $25,000,000.00 

Surplus 40,000,000.00 

Undivided Profits 2,479,320.07 

Regular Dividend payable 

Jan. 3, 1927 . $1,000,000.00 

Extra Dividend payable 

Jan. 3, 1927 . . 500,000.00 1,500,000.00 

Deposits 563,356,022.65 

Bills Payable 24,000,000.00 

Reserved for Interest, Taxes and other Purposes . 6,579,882.85 

Unearned Discount 984,154.27 

Liability as Acceptor, Endorser or Maker on Accept- 
ances and Foreign Bills 53,215,263.57 



$717,114,643.41 
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At Annual Meeting of the Shareholders 
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We have now had three successive years of pros- 
perity in the United States, and as yet there are no 
indications of unfavorable changes in underlying con- 
ditions. In a number of ways 1927 was not so active 
a year as the two preceding. Although the earnings 
of many individual enterprises made new high rec- 
ords, aggregate output and profits of some important 
industries were lower than in 1925 and 1926, and 
there was more unemployment. So many kinds of 
activity are embraced in what we call general busi- 
ness that its course is certain to be irregular. Now 
and then expansion goes too far in some industries, 
and when this occurs it follows that they must mark 
time for awhile. When several important lines are 
simultaneously making these adjustments, business 
slows down. 

This is apparently what has been taking place 
recently. Instead of being a cause for uncertainty, 
the dullness which characterized the latter part of 
1927 and which may continue through the early 
weeks of 1928 is an important element of strength in 
the outlook. Most industries have carefully watched 
their markets and curtailed production when it was 
evident that this was becoming advisable. The result 
is that stocks of finished goods are being used up, and 
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as spring advances a gradual increase in industrial 
activity will be necessary to supply current demand. 

Money While easy money alone is not sufficient 
to assure prosperity, it is a great help 
toward it, and it was unquestionably an important 
factor in business throughout 1927. The maintenance 
of the comparatively low rates which prevailed has 
been assisted by the open-market operations of the 
Federal reserve banks and the very moderate demands 
of commercial and industrial borrowers for funds. 
Present indications seem to point, not to cheaper 
money, but to fairly stable moderate rates, a condi- 
tion highly favorable to good, sound business. 

Movement to Since January 1, 1927, the United 
Gold Standard States has had a moderate net loss 
of gold through shipment and ear- 
marking. This is to be regarded as a phase of the 
movement back to the gold standard, which made 
great progress in 1927, several countries having re- 
established it in some form during the year. With 
the restoration of the gold standard in Italy, France 
is the only country of the first order of commercial 
importance with this step yet to take. Not, however, 
till some minor countries which had the gold standard 
prior to 1914 return to it will the currencies of the 
world be fully restored to a condition approximating 
pre-war stability. 

Capital The United States is now the world's 
Issues cheapest source of credit and a conse- 
quence is the attainment by this country 
of a position of steadily increasing importance in the 
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international market for short-term money and for 
capital. The volume of bankers' acceptances out- 
standing here was larger during the latter part of 
1927 than at any time since 1919. Public offerings of 
new foreign securities, including Canadian issues, 
were higher in 1927 than in any previous year, and 
about twice as large as flotations in London of new 
foreign issues, including those for British possessions. 

The total of new domestic and foreign securities, 
exclusive of refunding issues, offered in the United 
States during the year was a new high record. States 
and municipalities and public utilities provided the 
leading domestic demand for capital. The outstand- 
ing financial transaction of the year was the refunding 
by the Secretary of the Treasury of the Second Lib- 
erties without disturbing effect in the money and 
security markets. 

Building Construction has played a large part 
in our prosperity ever since the recovery 
following 1920, the aggregate for 1927 in dollar 
values, according to the generally accepted statistical 
compilations, being nearly as great as in 1926, which 
constituted a new high record, and its probable course 
in 1928 is of fundamental importance in appraising 
the outlook. Contracts let during the winter months 
do not suggest any abatement of activity. 

While total expenditures for building and other 
construction promise to continue in large volume, 
examination of the distribution of contracts by char- 
acter of enterprise discloses that residential and com- 
mercial building is falling off, the aggregate being 
maintained by public building, engineering enterprises 
and other classes of construction. This change in the 
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nature of building operations is being reflected in de- 
creased demand for some classes of building materials 
and in the amount of skilled labor employed, because 
of the fact that less is required to erect such types of 
structures as dams and bridges than to erect resi- 
dences and office buildings. 

Agriculture Gains made by agriculture during 
the past year have gone far toward 
eliminating the one conspicuously weak spot which 
has persisted in the general situation since 1920. The 
greatest improvement has occurred in the Corn Belt 
west of the Mississippi River and in the spring wheat 
states east of the Rocky Mountains, where good crops 
at fair prices are enabling farmers to liquidate old 
debts and to increase their purchases for their busi- 
ness and for family use. The result is the gradual 
growth of a more cheerful outlook in place of the 
pessimism which had prevailed since 1920. 

In the South the effects of only a medium-sized 
cotton crop on a large acreage have been offset by 
good prices. High prices for beef cattle and con- 
tinued firmness of wool and lambs at profitable levels 
are restoring the range country to prosperity. 

It is important, however, to recognize that in so far 
as the gains made by farmers originate in good yields 
or better prices, they are more or less fortuitous in 
character. Back of them is discernible a more real 
progress marked by the throwing out of cultivation of 
marginal land, the increased use of power machinery 
and of improved methods generally, and the down- 
ward movement of other prices to meet those of agri- 
cultural products. The major adjustment of agricul- 
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ture to post-war conditions seems now to have been 
made. 

Installment This improvement in the agricul- 

Credit tural situation has occurred just 

when it would be most helpful to 
general business, for there are some indications that 
for the present, at least, urban purchasing power is no 
more than holding its own. It is probable that this 
condition is in part a result of the tendency of install- 
ment credit to stabilize. It afforded a great stimulant 
to important industries during the period of its rapid 
expansion, for it opened up new demand. After it 
reaches a certain point, however, it is bound to take 
on the character of a revolving credit, the total vol- 
ume outstanding increasing from year to year only 
with the growth of population and general purchasing 
power of the country. 

Domestic Competition Consumption of in- 

and Technical Progress dustrial products was 

practically stationary in 
1927, and manufacturing output for the country as a 
whole was probably a little less than for the year pre- 
ceding. Competition was more severe than at any 
time since post-war recovery began. This is a situa- 
tion long foreseen and of gradual development, and 
present indications point to its continuance in 1928. 
Despite its unsatisfactory aspects, this is a healthy 
condition as it calls for efficiency. Indeed, it is not un- 
likely that it has been the most stimulating influence 
in the remarkable technical progress which has char- 
acterized American industry in recent years. This 
progress is both mechanical and chemical, ranging 
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from mass production developed in the automobile 
industry to the continuous strip method for mak- 
ing steel sheets, increasingly successful utilization of 
the flotation process for the recovery of nonferrous 
metals and the quantity production of such conspicu- 
ous synthetic chemicals as methanol and nitrates. 
Even in industries whose equipment has been fairly 
well standardized for years, such as the woolen manu- 
facture, developments are going on designed to lower 
costs. 

Foreign Most of the countries of western 

Competition Europe are now steadily increasing 
their industrial efficiency. A marked 
expansion of agriculture is taking place in areas 
where there is much virgin land, notably Argentina 
and the wheat regions of Canada. In Germany and 
elsewhere in western Europe, agricultural improve- 
ment goes on, the chief gains being approach to nor- 
mal conditions in the animal industries. A wave of 
mineral exploitation is in progress in many places, 
partly the result of improved technique in methods of 
location of mineral bodies and in their utilization. 

Our foreign trade continues in large volume, ex- 
ports for 1927 being somewhat larger than in 1926 
and imports a little less, but it is clear that in the 
future increasing competition will be encountered by 
American exporters, whether of finished manufactures, 
farm products or minerals. There is every indication 
that our enterprise will enable us to meet this compe- 
tition successfully, but, if so, our fitness to do so will 
have had its origin in no small part in the severity of 
domestic competition, which leaves no alternative but 
efficiency. 
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Wages and In this situation, the relation of 
Business wages to the course of business inevita- 
bly raises some interesting questions. 
The American theory is that not the wage for any 
given unit of time, but the labor cost per unit of out- 
put, is the crux of the wage question, and that high 
productivity, high wages and high purchasing power 
are elements of prosperity. But it does not fol- 
low that wages can advance uninterruptedly. Labor 
costs per unit must keep pace with rising wages. 
This is exemplified by the position of the rail- 
roads, which in recent years have shown what can 
be done in improving earnings by increased operating 
efficiency. Of late, there are evidences that for the 
time being they have gone about as far as they can go 
in this direction, and that higher wages from now on 
will mean lowered earnings. Yet even now many of 
the railroads are not earning enough to put them into 
a satisfactory position for the betterment and exten- 
sion of their facilities. We have aoparently reached 
a point where the question of whether or not the 
country remains prosperous indefinitely will depend 
to a considerable extent on the thorough understand- 
ing by labor of the facts as to the national and inter- 
national competitive situation. 

Presidential In some quarters there is a disposi- 
Election tion to put a good deal of emphasis on 

the coming presidential election as a 
deterrent factor to business in 1928. The record for 
many years back discloses no definite connection be- 
tween presidential elections and the course of busi- 
ness. Some presidential years have been prosperous, 
some, periods of depression, and some mixed. While 
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the approach of the election will probably be reflected 
in a little more caution than might otherwise be in 
evidence, there is not much likelihood of the develop- 
ment of any seriously disturbing issue and we can 
foresee no justification for business nervousness be- 
cause of politics. 

There are many favorable factors in the outlook, 
and none is definitely disturbing. Present indications 
are that 1928 will be very much such a year as 1927 
has been, and probably somewhat better. 
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Report on Operations 
For the Year Ended December 31, 1927, by 

STEVENSON E. WARD 

President 

Banking operations in 1927 resulted in earnings 
larger than in any year since 1919, notwithstanding 
that the period was one of declining money rates with 
only moderate demand for commercial accommoda- 
tion. 

Operations for the year ended December 31, 1927 
resulted as follows : 

Profits after all expenses and taxes and full 

provision for bad and doubtful items $6,459,224.15 

Payment of regular dividends of 16 per 

cent, and extra dividend of 2 per cent 4,500,000.00 

Addition to Undivided Profits Account $1,959,224.15 

The Midtown Office at 269 Madison Avenue, be- 
tween Thirty-ninth and Fortieth Streets, has brought 
the facilities of the Bank to the threshold of our 
customers in the Grand Central area, and now 
serves a widening clientele of firms, corporations 
and individuals, whose patronage has not heretofore 
been enjoyed. 

The growth of the Trust Department since its es- 
tablishment four years ago has exceeded the most 
favorable expectations. The volume and importance 
of its present business, corporate and personal, are 
fully commensurate with the other activities of the 
Bank. 
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The volume and profits of our foreign business ex- 
ceeded those of any previous year. This broadening 
and development of our operations in international 
trade and finance assure the maintenance of the out- 
standing position which the Bank holds in this field. 

The number of stockholders is 6,696, the average 
holding being about 37 shares. 
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Statement of Condition 
December 31, 1927 



RESOURCES 

Loans and Discounts $415,020,956.74 

United States Securities 60,402,307.87 

Other Bonds and Securities 18,422,487.48 

Stock of Federal Reserve Bank 1,950,000.00 

Stock of French American Banking Corporation . . 625,000.00 

Banking House 4,000,000.00 

Cash in Vault and in Federal Reserve Bank . . . 50,069,646.17 

Due from Banks and Bankers 148,886,839.73 

Interest Accrued 1,823,631.87 

Customers' Liability under Acceptances . . . 52,135,376.34 



$753,336,246.20 

LIABILITIES 

Capital $25,000,000.00 

Surplus 40,000,000.00 

Undivided Profits 4,438,544.22 

Regular Dividend Payable 

Jan. 3, 1928 . . $1,000,000.00 
Extra Dividend Payable 

Jan. 3, 1928 . 500,000.00 1,500,000.00 

Deposits 537,262,387.15 

Bills Payable 40,000,000.00 

Reserved for Interest, Taxes and other Purposes . . 6,429,550.94 

Unearned Discount 839,836.23 

Liability as Acceptor, Endorser or Maker on Accep- 
tances and Foreign Bills 97,865,927.66 



$753,336,246.20 
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National Bank of Commerce in New York 
Address by 

JAMES S. ALEXANDER, Chairman of the Board of Directors 

At Annual Meeting of the Shareholders 
January 8, 1929 

The year 1928 has witnessed the continued prog- 
ress of the world toward financial stability. This 
progress was indicated in France by the legal stabi- 
lization of the franc, and the return to the gold 
basis; in Great Britain by the amalgamation of the 
Treasury and Bank of England notes; and in the 
world at large by important gold movements which 
worked toward a more nearly normal distribution of 
the world's monetary gold stocks. Since September, 
1927, the gold reserves of Germany, France, Italy 
and several other countries have been notably aug- 
mented. Concurrent with the further accumulation 
by these countries there has occurred an outflow of 
some 500 million dollars of gold from the United 
States, a development which had long been antici- 
pated and which, viewed in its largest aspects, is in 
the interests of world stabilization and of sound 
credit conditions both here and abroad. The grad- 
ual movement toward financial stability in South 
America, which has been under way for some time, 
has continued. 

The broader economic and political trend in the 
world at large has been, on the whole, satisfactory. 
The indications are that, barring a few notable ex- 
ceptions, employment, production, and the volume of 
international trade have been fairly well maintained. 

Copyright, 1929, National Bank of Commerce in New York 



World crops have been fully up to normal. While 
there have occurred some internal political disturb- 
ances in Eastern Europe, generally speaking, social 
and political conditions in Europe have been encour- 
aging. In international political affairs the year has 
been characterized by continued effort on the part of 
the several nations to work toward greater comity. 

Two specific economic developments of the year 
are of international significance, the abandonment 
of the Stevenson Act with respect to rubber control, 
and the removal of restrictions in the Cuban sugar 
industry. These actions have opened the way for the 
operation of these industries under more nearly nor- 
mal competitive conditions. 

The foreign trade of the United States continues 
to develop in a thoroughly satisfactory manner. 
During the ten months for which figures are now 
available our export trade in 1928 increased 3 per 
cent, over the corresponding period of 1927, and our 
exports of finished manufactures, 12 per cent. Our 
merchandise balance of trade was in excess of 600 
million dollars. These developments give added evi- 
dence of our ability to meet foreign competition in 
the world's markets. 

Domestic Business Situation 

Our domestic business, comprising about 90 per 
cent, of the total business of the nation, has, on the 
whole, progressed satisfactorily. Due to uncertain- 
ties, in part perhaps to those usually associated with 
the first half of presidential election years, the re- 
covery in the spring from the recession of 1927 was 
not as marked as had been hoped. Later in the year, 
however, business confidence increased, and during 
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the summer and fall substantial improvement 
occurred. 

For many of our basic industries the year has 
been decidedly good. On the whole, we have had 
excellent crops, and there has been a notable im- 
provement in the livestock industry. Notwithstand- 
ing some recessions in the prices of certain agricul- 
tural commodities during the year, the income of the 
farmer has been moderately better this year than 
last. Construction has been carried on in record 
proportions. The volume of business in the motor 
industry has been markedly increased, and the num- 
ber of cars produced has equaled the record year of 
1926. The motor equipment industry has corre- 
spondingly improved. The steel industry during a 
large part of the year operated close to capacity; 
marked improvement has occurred in the copper 
situation ; and substantial progress has been made in 
the petroleum industry. In many other lines the 
year has witnessed a substantial improvement over 
the previous year. 

As we know, there has been no time since the 
close of the war when it could be said that all of our 
basic industries were in a satisfactory condition. To 
a considerable degree our prosperity has been spotty. 
In a number of the major industries unsatisfactory 
conditions still exist, particularly in some branches 
of the textile, in the coal, both anthracite and bi- 
tuminous, the railway equipment, and some other 
industries. Generally speaking, however, continued 
progress is being made in bringing our major indus- 
tries to a sound basis. 

Trend of Profits 

The financial statements covering the first three- 
quarters of this year for a large number of companies 
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indicate a notable improvement in the trend of cor- 
porate profits. The aggregate of reported profits of 
229 corporations for nine months is 21 per cent, above 
the corresponding period of 1927, and it now appears 
that when the annual reports of all the larger corpora- 
tions are published they will disclose an aggregate of 
profits probably in excess of the high total of 1926. 

Trend of Money Rates 

A development of the year that has caused general 
concern has been the rise in short-time money rates. 
During the period beginning with September, 1927, 
we lost about 500 million dollars of our gold re- 
serves; at the same time credit was expanded at a 
high rate ; member bank indebtedness to the Reserve 
System was increased by about 160 per cent., and 
the proportion of member bank reserves borrowed 
rose at one time to nearly 50 per cent. In the face 
of these developments speculative activity moved 
forward at a rapid pace, and the volume of money 
absorbed by stock market operations rose to levels 
far above those of any previous period. The net 
effect was to advance money rates to levels which 
had not obtained since 1920. 

The high rates have now been in force for about 
eight months. A congestion in the bond market, 
which occurred in the late spring and early summer, 
has been somewhat cleared up, and there has been 
a notable decline in the volume of bonds placed in 
our market. 

It is of note, however, that high money rates have 
not as yet constituted a serious impediment to busi- 
ness. We entered the fall with money rates at the 
highest level in seven years. All legitimate needs 
of business, however, have been met without entail- 
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ing any serious strain upon member bank resources, 
and the volume of business has exceeded expec- 
tations. 

Capital Issues 

Notwithstanding the decline in the volume of new 
bond issues, the volume of total new securities issued 
during the first eleven months is only 1 per cent, 
under that of last year. 

The volume of new capital invested in construc- 
tion has remained large. Construction of commer- 
cial buildings has been well maintained, and that of 
industrial buildings has exceeded that of 1927 by a 
substantial margin. The aggregate of construction 
for public works and public utilities for the year as 
a whole has been well maintained. Construction of 
residential buildings exceeded that of 1927. 

There has been some evidence that high money 
rates have caused hesitation in carrying forward 
contemplated plans for expansion in some directions. 
Some apprehension now exists as to whether con- 
tinued high money rates will not be reflected in a 
reduced volume of construction, with a depressing 
effect upon industry. 

Outlook for Money 

The credit situation is the most important prob- 
lem before us. There exist certain intangible fac- 
tors in both the national and international situation 
which render it impossible at this time to formu- 
late a close judgment as to the range of money rates 
in the near future. In view of the large foreign 
deposits and other short-term investments in this 
market, which at will could be converted into gold, 
it is conceivable that substantial further withdrawals 
of gold from the United States might occur. With- 
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drawals in such amounts are not anticipated in the 
near future, but the possibility exists, and should al- 
ways be taken into account. We may expect the 
continuance of a fairly wide spread between rates for 
commercial money and stock exchange money in 
view of the abnormal stock exchange demand and 
the recent practice of banks of supplying money for 
commercial purposes at preferential rates. I think 
that we may assume that, in view of the strong 
financial position of both the Federal Reserve and 
the member banking systems, ample money for 
legitimate business at not unreasonable rates will 
be forthcoming. Our credit problem is not one of 
lack of credit facilities, it is one of the proper use of 
credit. 

Speculation in Securities 

A situation which is causing increasing concern is 
the trend of speculation in the security markets. 
There is no doubt that improvement in the profits of 
numerous corporations and the increased investment 
power of a large number of people justified an im- 
portant part of the earlier advances in security 
values. There is unquestioned evidence, however, 
that an extraordinary amount of indiscriminate buy- 
ing for speculation only, and without regard to in- 
come possibilities, has been taking place. While the 
liquidation in December was to some extent a cor- 
rective, the speculative situation doubtless will be for 
some time to come a matter of serious concern. This 
situation stands in striking contrast to our general 
economic position. 

The Economic Situation 

In many ways we are in the soundest economic 
situation that we have occupied since the war. Our 
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national income, which is our buying power, is very 
large and widely distributed. Employment and 
wages remain high ; and with few exceptions we are 
singularly free from labor difficulties. As already 
pointed out, the outlook for agriculture is improved, 
and our foreign trade is being well maintained. 

The position of American industry with respect to 
organization and finance is generally sound. While 
there still exists excess of capital equipment in some 
industries and in others there has been a tendency to 
overexpand, generally speaking, the increase in our 
equipment has been in response to new business or in 
an effort to replace older equipment with more effi- 
cient The general effect of our increase in capital 
equipment for the last several years has been to re- 
duce per unit costs in production. 

There is an indication that, broadly speaking, busi- 
ness organizations are watching their markets 
closely, and that in the aggregate there has occurred 
no significant excess accumulation of stocks of 
goods. In numerous industries inventories are low. 

For a number of years there has been occurring a 
rather pronounced movement toward consolidation in 
industry; and many smaller units have been absorbed 
by stronger groups. The general movement has been 
toward the elimination of smaller units. Partly as a re- 
sult of competition between the larger and the smaller 
units, the number of commercial failures has in- 
creased every year for a number of years. It is to be 
noted, however, that in the year 1928 the total liabili- 
ties in connection with commercial failures have run 
somewhat under the year 1927. There is nothing in 
our record of commercial failures to cause important 
concern. On the contrary, concentration of industry 
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has worked toward a generally stronger position, 
and the larger units have notably strengthened their 
cash positions. 

Business Outlook 

In summary, we are entering upon the present 
year with confidence of the existence of a gener- 
ally sound economic and financial situation ; and with 
reasonable prudence there ought to occur no develop- 
ments which would for any considerable period in- 
terrupt the trend of our prosperity. If, as a result 
of a moderate curtailment of plans for business ex- 
pansion incident to high money rates, a moderate 
recession should occur during the year, it ought to 
be of only short duration, and the elements of inher- 
ent strength in our general economic situation should 
soon carry us forward into a period of reasonably 
full activity. 

In closing I should like to refer once more to a 
particular international aspect of our money situa- 
tion. Unless there should occur an important re- 
versal of gold movements, an eventuality that is not 
anticipated, it is to be expected that short-time credit 
will not be available in the suoerabundance that has 
existed for a number of years. The main fact which 
is responsible for the return of this country to firmer 
money conditions, the outflow of gold, is a develop- 
ment which, judged in its broadest aspect, is an ele- 
ment of strength. It means a more nearly normal 
distribution of the world's gold, and more nearly 
adequate credit facilities and larger prosperity and 
purchasing power for other countries, which in the 
end will be reflected in larger foreign trade for the 
United States. 
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Report on Operations 
For the Year Ended December 31, 1928, by 

STEVENSON E. WARD 
President 

During the year 1928 the commercial demand for 
money has been only moderate, while demands for 
loans against securities have been unusually heavy. 
The earnings have been the largest in the history of 
the bank. Regular dividends of 18 per cent., and an 
extra dividend of 2 per cent, for the year were de- 
clared. 

Operations for the year ending December 31, 1928 
resulted as follows : 

Profits after all expenses and taxes, and full 

provision for bad and doubtful items . . . $8,856,776.85 
Applied as follows : 

To payment of regular dividends of 18 per 

cent, and extra dividend of 2 per cent. . . 5,000,000.00 

To addition to Undivided Profits Account . . $3,856,776.85 

All departments of the bank have shown a healthy, 
substantial growth during the year. The number of 
stockholders is 7,192, an increase for the year of 496; 
the average holding is now about 35 shares. 
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RESOURCES 

Loans and Discounts $439,261,388.79 

United States Securities including those Sold under 

Repurchase Agreement 74,104,396.68 

Other Bonds and Securities 16,249,813.20 

Stock of Federal Reserve Bank 1,950,000.09 

Stock of French American Banking Corporation 625,000.00 

Banking House 4,000,000.00 

Cash in Vault and in Federal Reserve Bank 44,381,494.11 

Due from Banks and Bankers 286,378,969.23 

Interest Accrued 2,476,625.77 

Customers' Liability under Acceptances . . . 64,874,911.61 



$934,302,599.39 

LIABILITIES 

Capital $25,000,000.00 

Surplus 40,000,000.00 

Undivided Profits 8,295,321.07 

Regular Dividend Payable 

Jan. 2, 1929 . .$1,125,000.00 
Extra Dividend Payable 

Jan. 2, 1929 . 500,000.00 1,625,000.00 

Deposits 672,943,890.30 

Bills Payable 27,500,000.00 

Reserved for Interest, Taxes and other Purposes . 6,833,245.86 

Unearned Discount 1,096,314.86 

Agreements to Repurchase United States Securities 

Sold 26,868,251.68 

Liability as Acceptor, Endorser or Maker on Accept- 
ances and Foreign Bills 124,140,575.62 



$934,302,599.39 
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